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Economics and Sociology

Becker repeatedly applies the tools of rational choice to analyze sociological issues that were traditionally regarded as outside economics. 

Investments in human capital Becker formalized the theory of investment in education and on-the-job training and showed the underlying links to the traditional theory of investment. This has improved our understanding of wage differences among people and growth-rate differences among countries. 
A. Michael Spence’s signaling theory of education is a contrary view.
Behavior of the family (or household), including distribution of work and allocation of time in the family The family is seen as a factory that uses goods purchased in the market and the family’s time to produce other goods and services needed by the family. As real wages rise, the opportunity cost of time spent on household work rises. Family activities are ‘outsourced’. The importance of having a family diminishes, and divorce rates rise. Also, as real wages rise, the number of children in a family decreases and the size of parental investment in children increases in accordance with an economic logic.
Becker’s Rotten Kid Theorem says that family members, even if they are selfish, will act to help one another if their financial incentives are properly linked. The theorem suggests that parents should delay gifts of money to their children until they are older, or possibly until after they die. If parents plan to will their children money in accordance with their needs, each child will have an incentive to help his siblings maximize their income, because higher earnings by the other siblings will mean that more of the money will be given to the rotten sibling.

Crime and punishment Even criminals follow incentives. The type of crime a criminal commits typically depends on the criminal’s education. Why?
Discrimination on the markets for labor and goods Discrimination by employers against certain job applicants can hurt both the applicant and the employer. Free market competition punishes discrimination.
